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HOW FAR HAVE WE COME ? 


HE 24 charts on pages 190 to 193 cover many of the basic barometers of 

business activity in the U. S., including production, employment, wages, 

cost of living, sales, check transactions, stock prices, construction, real 
estate, etc. All of the charts show the fluctuations for the period from Jan- 
uary 1937 to the last month for which figures are available; on a few of the 
charts figures are not available since the U. S. entered the war as it is felt 
that the publication of these figures might be of value to the enemy. 


The first chart shows industrial production, which will now rise more 
Slowly than it has in the past as we are approaching capacity and capacity can 
be enlarged only very slowly. The same comment could be made for iron and 
steel output and for freight carloadings. Rapid rises were possible in the 
early period as there were large reserves of idle men and machines. 


Nonagricultural employment will increase slightly further this fall as 
women in large numbers are attracted into industry. They will be offset to 
some extent by the men who are drafted for military service. Construction em- 
ployment will hold up fairly well this year but will show considerable drops 
during 1943. The War Manpower Commission of the Government estimates that ten 
million must be transferred this fall to war jobs; many of them will have to 
come from civilian employments. The increases in employment in machine tool 
manufacturing, aircraft manufacturing and shipbuilding are really phenomenal. 


The charts on wages show the rapid rises which took place last year and 
which, in our opinion, have not been halted. Continuing wage increases are one 
of the greatest threats to the control of inflation at the present time. De- 
partment store sales have passed their peak and in our opinion will now de- 
cline, primarily because merchandise will not be available in sufficient quan- 
tity to maintain the high sales of the past year. Lumber production will re- 
main fairly high on account of defense needs. The rise in the cost of living 
has been halted temporarily but it will shortly start to climb again, with the 
cost of living, wages and agricultural prices chasing each other up the hill. 


We see no reason why industrial stock prices should rise by any great 
percentage. Wholesale commodity prices will rise more slowly during the re- 
mainder of 1942 and 1943 than they have since our defense activity started. 
They will, however, continue to creep upward. Residential building is past 
its peak. Real estate activity will decline slightly further, foreclosures 
will continue to decline, and real estate mortgages will decline both in nunm- 
ber and in dollar volume. 


All parts of our economy will suffer for the duration of the war. 

















FHA MORTGAGES _ HE chart to the left shows a compari- 


COVERING NEW HOMES son of FHA mortgages for the past five 
<i i ee 














| 180 years covering only new homes’. to be 
_ {+>} + built. It will be noticed that during the 

| | | | | | | Jig9 first three months of 1942 this volume of 
|| | | | | | | financing greatly exceeded the volume of a 
year ago, but that since then there has 
been a marked decrease, carrying the May 


figures below May 1941 and May 1940. 
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na ia eae Residential building of a permanent 

| i ti99 nature is about over for the duration of 
the war. Materials will be too scarce by 

go tail to allow any except the most neces- 
sary building to be done and in all proba- 
bility additional war workers will then be 

60 taken care of either by the construction 
of temporary dormitories or by billeting 

40 in existing homes. A high pressure cam- 
paign will be started in critical areas to 

o9 Persuade home owners to take in roomers. 
From the long range standpoint this will 
be most helpful to real estate values. 
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BUILDING COSTS OF A STANDARD SIX ROOM FRAME 
RESIDENCE BUILT IN SAINT LOUIS 


The chart on p. 197 of the August 1940 Real Estate Analyst shows 


st each is given in the paragraphs below. Paragraphs are numbered to cor- 
the variations in the costs of materials, 

















and overhead for a six respond with the columns described.Building material costs are printed 
room frame residence in St. Louis. Floor plans anda picture of the in black; the corresponding laboritems are given in red. Overhead 
house are shown with the chart. Costs are g ped into four classifi- items - columns 13, 14 and 15 - are also printed in black. 
cations of material, four of laborand three of overhead. A further 
breakdown of these groups is given in detail below. Columns of the ta- *No labor items are shown in column 10,Building Hardware, as they have 
ble are numbered, anda brief description f the items included in already been included in column 5, Mill Work. 
Group A: to be furnished by others. Labor, 
(1) Mason Materials: Cement, sand, gravel, quick lime,hydrated lime, Group D: 
hard wall plaster,face and common brick, fire ick,flue lining. Labor, (8) Sheet Metal: Galv. iron gutters, downspouts, flashing. Labor, 
(2) Tile Materials: 44x 44 wall tile, ceramic floor tile, cap and (9) Electrical Work: Main switch,BX cable, switch boxes, receptacles, 
base. Labor, 


transformer, etc. No fixtures included. Lat 














Group B: (10) Nails and Hardware: Common and wire nails, bolts, damper, ash 
(3) Unfinished Lumber: Columns, beams, fl and ceiling joists, in- doors, finish hardware. 
terior and exterior studs, rafters, bracing, etc Labor, (11) Paint Materials: White lead, linseed oil, turpentine. Labor. 
(4) Finished Lumber: Sub-flooring, thing, beveled siding, fin- (12) Misc.: Metal & wood laths, corner bead, insulation. Labor, 
ished floors, asphalt shingle roofing, roofing felt, tar paper, shut- Group E: 
ters, etc. Labor. (13) Overhead and profit of subcontractors in plastering, metal work, 
(5) Mill Work: Windows, doors, trim, kitchen cabinet, stairs. Labor heating, plumbing, electrical work and tile work. 
Group C: (14) General contractor's profit. 
(6) Heating: Boiler, insulating jackets, ings, tools, pipes, con- (15) Missouri sales tax (now 2% on materials), old age and unemploy- 
nections, valves and radiation. Labor, ment tax (federal and state), liability and employees' compensation 
(7) Plumbing: Soil pipes and connections, stack, water pipe and con- insurance, fire and tornado insurance, completion bond. 
nections, lead oakum and bathroom fixtures; hot water heater and tank (16) TOTAL CONSTRUCTION COST. 
GROUP A | GROUP B | GROUP C GROUP D GROUP E |TOTAL 
YEAR (1) | (2) ) (5) | (6) (7) (8) (9) (10) (11) (12) (13) }(14) (15) (16) 
| | | 
J1 1939 |] $516 $561/$103 $77/$346 $164) $639 $219 $508 $198] $239 $1601$271 $171/$46 $19|$26 $57/$64 *]$29 $116/$191 $61] $346|$507 |$329 |] $5923 
0 1939 |} 510 561) 103 7) 395 164 71 3 509 198] 239 160) 285 151) 52 19) 2 7] 65 30 116] 193 61] 353| 522] 335 | 6096 
| 
Ja 1940 510 538) 103 | 374 7 236 iif | 282 131/58 17] 32 57] 6& 30 23} 193 61] 352] 516] 327 |} 6005 
Ap 1940 || 510 538) 103 "| 371 | 236 | 285 131| 63 171 35 57| 65 30 93] 193 61] 352] 516] 327 || 6004 
J1 1940 510 538 103 | 371 1 651 3 566 195] 236 160 285 1311 63 17] 35 571 6 30 93] 193 61] 352] 516] 327 |} 6004 
0 1940 510 542) 145 1 494 | 763 4 628 197] 254 160 294 1611 63 17] 31 57| 66 32 33} 2037 385} 564| 351 |} 6551 
' 
Ja 1941 515 64 14 | 493 1 645 21 24e 266 161] 62 19] 28 58] 67 33 104] 203 7 380 | 585] 375 || 6797 
Ap 1941 487 639) 159 { 463 184 771 14 633 219] 251 180 274 149] 62 19] 28 63 69 33 131) 202 79] 396] 581] 376} 6775 
J1 1g4l |} 510 659 159 553 } J 63° | 250 184 274 149] 90 19] 27 63) 72 | 34 131] 220 79] 396] 613] 397] 72142 
7 om] 3S (Se 189 S44 ; 8 | 689 | 262 204 289 187/106 29] 34 72| 80 | 35 145] 227 79) 433] 650| 422 || 7584 
Ja 1942 514 694 175 id 536 1 4 {1 689 5] 262 314 187] 64 29] 48 721 79 35 145] 229) «6811 431] 653) 423 7617 
F 1942 514 694 175 8G 54¢ y 1715 2751 26e : 324 1871 64 291 49 «72] 79 37 145] 229 «81] 433] 660} 424 || 7682 
Mr 1942 520 694 175 a4 540 1 1 715 < 262 200 323 187] 64 29] 49 «721 79 38 145] 229 «=681] +433] 661] 4204 | 7695 
Ap 1942 520 694 175 8 547 } 1 71: 7S} 273 200 317 187| 64 29] 50 72] 79 38 145] 209 1} 433] 663] 4204 |) 7712 
My 1942 || 520 709 175 84 540 | A 715 | 273 200 317 198} 72 291 50 86179 | 38 145] 229 81| 442] 668] 428] 7772 
Je 1942 520 694 175 84 540 3% 874 307 715 276| 273 % 317 198] 72 291 50 86] 79 38 145] 229 «75| 436| 668] 428 |] 7747 
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LIFE INSURANCE COMPANIES AS MORTGAGEES 


BASED ON THE RECORDS OF THE 109 LARGEST COMPANIES IN THE UNITED STATES 
COPY RIGHT iea2—-RE AL ESTATE ereier ot oo, TK. — SAINT LOUIS 
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EARNINGS OF “LIFE INSURANCE REAL ESTATE” INCREASE 
HE table below and the charts opposite show that the earnings on real es- 
tate owned by the 109 largest life insurance companies of the United 
States increased from 2.3% in 1940 to 2.9% in 1941. This is an increase 

of 26% in a single year and brings the earnings above the earnings on FHA de- 

bentures. The rate earned on the mortgage portfolios remained constant at 

4.5% but the total holdings of real estate mortgages increased by 7.4%. The 

real estate owned account decreased by 9.5%. 1941 was the first year since 

1926 showing an increase in the percentage of gross assets invested in real 

estate mortgages. 

REAL ESTATE MORTGAGES REAL ESTATE OWNED GROSS ASSETS 
% Rate $ Rate 

Year Amount* Assets Earned Amount* Assets Earned Amount* 

1912 $1,428,408 33.2 5.9 $160,546 5.9 3-3 $4,278,567 

1913 1,554,163 34.2 5.9 136,780 44 3.3 4,532,916 

1914 1,645,283 34.2 6.0 153,536 45 3.1 4,810,508 

1915 1,716, 342 33.6 6.0 154,297 3.8 3.2 5,056,680 

1916 1,823,658 33.6 6.0 154,762 3.5 3.2 5,438,405 

1917 1,951,504 34.2 6.0 168,191 3.5 33 5,812,235 

1918 2,000,864 32.2 6.0 167 ,979 3.1 3.0 6,265,434 

1919 2,009 , 362 31.0 5.8 153, 346 8.7 3.2 6,608,312 

1920 2,332,439 35-5 6.0 153,255 2.7 3.6 6,655,894 

1921 2,573,821 33.5 6.2 162,582 2.4 4.0 7,741,267 

1922 3,297,285 40.6 6.2 167 ,996 2.2 4.0 8,421,028 

1923 3,482,881 39.1 6.3 182,670 2.2 3.9 9,165,167 

1924 3,993,230 40.6 6.1 204,120 2.1 3.8 10,121,992 

1925 4,582,281 42.6 6.0 223,452 2.1 4.2 11,129,064 

1926 5,283,927 43.5 5.9 253,933 2.1 4.1 12,466,149 

1927 5,962,158 43.0 5.9 298 , 606 2.2 3.5 13,890,188 

1928 6,555,276 42.6 5.7 351,878 2.3 5.35 15,471,299 

1929 7,091,613 42.0 5.7 400,914 2.4 2.5 16,883,283 

1930 7,364,000 40.8 5.7 461,949 2.6 3.0 18,077,297 

1931 7,441,593 38.0 5.5 598,702 3.1 2.7 19,567,235 

1932 7,165,656 35.4 5.2 846,179 4.2 2.0 20,219,265 

1933 6,610,718 32.2 44 1,224,064 5.9 1.9 20,580,888 

1934 5,827,270 27.1 4.9 1,704,119 7.9 1.6 21,479,234 

1935 5,272,707 23.2 4.5 1,911,016 8.4 1.4 22,715,209 

1936 4,960, 385 20.4 4.5 2,056, 667 8.5 1.8 24,288,552 

1937 5,055,338 19.7 4.6 2,096,042 8.1 2-3 25,708,928 

1938 5,262,537 19.4 4.6 2,089,890 °..7 2.2 27,150,640 

1939 5,480,635 19.2 4.5 2,054,528 7.2 2.4 28,516,282 

1940 5,746,396 19.1 4.5 1,979,710 6.6 2.3 30,040,224 

1941 6,171, 303 19.3 45 1,790,001 5.6 2.9 31,548,782 

* 000 omitted 
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TERS OF AMERICAN BUSINESS... 
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HOW NATIONAL ARE REAL ESTATE CYCLES ? 


EAL estate is unlike any other commodity. It is fixed in location and can- 

not be taken to a favorable market. An oversupply of any particular type 

existing in one community cannot be shipped to an area in which a shortage 

exists. For this reason we would expect to find vast differences in real estate 
cycles in various places 








A glance at the three charts above will show that considerable differences 
do exist. While the general pattern has been strikingly similar, there are often 
periods of several years in which the direction of the movement is different in 
different communities. In the longer period, however, the basic fundamentals of 
the national cycle seem to impress themselves on every community. A good compar- 
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ison is the relative effect of the waves and the tide in changing the water lev- 


el along the coast. The waves are so much in evidence that we are apt to forget 


. all about the tides. A localized storm may apparently nullify the effect of the 
> tides entirely for a while, but the tide is always there and eventually we see 
> the dominant factor in the long range movement of the water. 


The booms on the west coast are very interesting as they show a character- 
istic pattern. In any new community there is a strong tendency for booms to go 


3 to extreme heights, but as the community gradually matures, the succeeding booms 
"2 gradually subside to the general average. Like a pendulum which starts swinging 
1 in a wide arc, the swings of real estate have a tendency to become more moderate 
f in older communities. The ideal condition for any city would be a levelling out 
- of the cycle with neither booms nor depressions. 
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WAR EXPENDITURES 





$3,553 million for the month. This is approximately equiv- 

alent to the total wealth of the state of Oklahoma and is 
an increase of ten percent in comparison with the April fig- 
ure. The President in his talk to the nation on April 28 said 
that by the end of the year war expenditures would amount. to 
$200 million a day or $6 billion a month. During 1943 they will 
be even higher. These figures do not include the cost of govern- 
ment, either federal or state and local. 


[ 2 May actual war expenditures reached a new high of 


On the map below, we have attempted to visualize the dol- 
lar amounts of actual defense expenditures, July 1,1940, through 
May 1942. These expenditures are equivalent to the estimated 


| $3,552,676,088 | 





total wealth of the fifteen states shaded on the map below. The 
large figures on each state show the estimated wealth of that 
state in billions of dollars. Estimated wealth includes real es- 
tate, railroads and other public utilities, and everything of 
value in the state. By April 1943 our war expenditures will have | 
been equivalent to the combined wealth of all of the states west 

of the Mississippi. 
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As stated before,these illustrations are not given with the 
intention of criticizing our foreign poli- 
cy. We believe that it is imperative that 
our armed forces be prepared as rapidly and 
as completely as possible. By these illus- 
trations, however, we are trying to empha- 
size the tremendous problem of trying to 
prevent a high degree of inflation. We be- 
lieve that a reasonable degree of inflation 
is inevitable and that this inflation will 
eventually affect real estate value to a 
marked degree. 


WAR EXPENDITURES 
_IN THE UNITED STATES 
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800: 800 DWELLING UNITS CONSTRUCTED IN 48 STATES 
NUMBER OF NEW FAMILY eee 
1 : 12 Month 
Monthly mulat Moving Total 
700 700 1941 4z 1940 §=©1941 1942 1940 1941 1942 
Januar 25.7 43.8 2.2 25.7 43.8 511 620.7 703.6 
Februar 26.9 45.6 2 62.6 89.4 91.4 515.4 629.4 717.2 
March 46.0 55.7 49.2 108.6 145.1 140.6 19.7 639.1 710.7 
Th) April 62.9 75.6 58.4 171.5 220.7 199.0 535.5 651.8 693.5 
L 600+ i600 _ May 57.0 69.3 44.7 228.5 290.0 243.7 35.7 664.1 668.9 
- June 4y 78.2 272.9 368.2 34.0 697.9 
Z — a July 57-5 75.6 330.4 443.8 547.2 716.0 
T T aumas 55.7 69.7 386.1 513.5 50.6 730.0 
2) ~ September 58.4 66.1 444.5 579.6 70.3. T35T.T 
500+ | {500 October 66.2 55.2 510.7 634.8 600.1 726.7 
ite November 44.9 46.4 555.6 681.2 601.5 728.2 
O | December -O 34.0 602.6 715.2 602.6 715.2 
- —_ + + + + 
CUMULATIVE TOTAL 
a “ae. —_ HE number of new family accommodations 
7 | built in all non-farm communities of 
{ . | the 48 states and the District of Co- 
| | 
() 300 300 jumbia is shown in the table above and on 
2 = os 5 the chart to the left. Cumulative totals 
I and twelve month moving totals for 1942 
P| 200 (black) and 1941 (red) are given. All fig- 
Sas ures have been revised since last month. 
| | 
100-—-++- 100 


MONTHLY FIGURES | Wholesale building material prices as 
compiled by the Bureau of Labor Statistics 
are charted by weeks on the chart below. 


The drop in April due to price ceilings on 
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Total business activity in the United States is 
GENERAL BUSINESS continuing at a fairly high level, but this is due 
principally to the large war payrolls and to the 
fact that inventories of goods are still quite high. The general public is 
not yet fully aware of the fact that manufacturing has stopped completely for 
| Many items still purchasable and has been very severely restricted in others. 
| Many retailers still finding no difficulty in replacing items in stock are 
| continuing advertised sales with price incentives. Many individuals will be 
rudely awakened this fall and winter as present inventories are exhausted and 
it is discovered that much of the material is not replaceable. Many lines of 
civilian endeavor not yet affected by the war will find shrinkages occurring 
in their volume by late fall as it becomes more imperative to convert the 
large part of our activities to the war effort. Industrial production cannot 
be increased by a very large percentage during the next year as we are now op- 
erating at capacity, but our production of war materials must at least double. 
& This means that non-war production must almost disappear from the picture. 


In 1943 retail sales volume will be severely re- 

COMMERCIAL PROPERTIES stricted in most types of retail outlets because 

of the inability to secure merchandise. The ex- 

perience of England during the present war has been that because of this 

shrinkage in volume, price ceilings anda shortage of sales personnel, many 

stores were forced to go out of business. In some types of outlets the mortal- 

ity was as high as 40%. While there will be some similarities to the English 

experience, there are many reasons for believing that the effect of the war on 
our store picture will be far less severe. 





| In our opinion retail volume for 1943 will have shrunk to the follow- 
|| ing percentages of the 1941 volume: Department stores, 70%; food stores, 
|| 100%; women's specialty stores, 90%; drug stores, 90%; hardware stores, 60%; 
|| furniture stores, 70%. These are national percentages which will vary, of 
| course, in different communities. In a community that is losing population 
to defense centers the mortality of stores will be greater than in defense 
communities where population is increasing rapidly. It is also well to notice 
that the shrinkage in a store's volume will not be uniform in all departments. 
For instance, a drug store should experience little shrinkage in its fountain 
and meal business as dairy products are quite plentiful and no shortages are 
anticipated during 1943. On the other hand, many of the miscellaneous items 
now carried by drug stores will not be obtainable in 1943. Actual drugs and 
pharmaceuticals will probably about equal the 1941 level. 


| 

| 

| 

| 

; 

| Undoubtedly this shrinkage is going to affect many store leases. In fact, 
| we doubt rather seriously whether many new leases will be negotiated during 
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Rent control is either now in effect or is expected shortly in practically 
all major cities of the United States. As a result of the Federal edict rents 
have dropped by considerable percentages in several cities. From May 15 to June 
2, according to the Bureau of Labor Statistics figures, rents in Birmingham 
dropped by 8.9%; in Cleveland, 7.0%; in Detroit, 6.3%; in Seattle, 3.0%; in Buf- 
falo, 1.3%; in Kansas City, 0.7%; in Minneapolis, Cincinnati and Pittsburgh by 
0.1% each. Rents increased in St. Louis by 0.44. All other cities for which 
charts are drawn above show no change. 


The charts above show a comparison of the cost of living and residential 
rents in the cities for which the Bureau of Labor Statistics of the Governme 
has compiled figures over a period of years. All of these charts use as thei 
base the average of the period 1921-38 as 100. This is an 18-year period includ- 
ing good years and bad years. On each chart is shown the freezing date and the 
percentage of the 18-year average which rents had attained on that date. 
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lly The cities which had the largest drop in rents due to the imposition or 
nts imminence of ceilings were those in which the freezing date was moved back to 
une either April or July of last year. Kansas City is the only city with a March 
ham 1942 freezing date which showed a sizable drop. 

uf'- 

by It will be noticed that rents in no city had even approached the level of 
ich the cost of living. The owners of real estate are perfectly willing to make 


their contribution toward winning the war but they have some right to a feeling 
that they have been discriminated against. in the dates used in the general 
ial freezing orders. 


ei With the prices which farmers receive for the products they sell 26% above 
ud- the 18-year average and the cost of living 6% above, the owners of real estate 
the are contributing a sizable percentage to the national effort with rents only 85% 





of the 18-year average. 
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